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The Committee o n Rev enue me t at 1:3 0 p.m. on Thursday,
March 3, 2005, in Room 1524 of the State Capitol, Lincoln,
Nebraska, for the purpose of conducting a public hearing on
L B 763 , L B 72 3 , a nd LB 542 . Sen at o r s pr e sen t : Dav i d
Landis, Chairperson; Tom Baker; Abbie Cornett; Ray Janssen;
Don Preist.er; and Ron Raikes. Senat ors ab sent : Matt
Connealy, Vice Chairperson; and Pam Redfield.

SENATOR RAIKES: Good afternoon. Welcome to this hearing of
the Revenue Committ.ee of the Nebraska Legislature. We are
pleased you could be here this afternoon. We a re go ing to
hear three bills, posted on the outside of the hearing room
'n the order listed. As usual, it's old-hat by this t ime,
please fill out a little form and throw it in the box, and
when you start talking, tell us your name and spell it for
u s and t u r n o f f yo ur cel l ph o n e a n d. . .

SENATOR JANSSEN: Page r s .

S ENATOR R A IK E S
a "ernoon .

..pagers. Ok ay . The first bill this

SENATOR JANSSEN: No s m o k ing .

SENAIOR BAKER: And please behave yourself.

SENATOR JANSSEN: Don't fire up your pipe.

SENATOR RAIKES: Don't fire up your pipe, yes. All right.
We hare ' he p e l i mi na r i e s . . .o h , o u r com mi t t e e . To my f ar
right, Erma James, our clerk; Senator B aker, D istrict 44;
Senator Ray Janssen, District 15; Senator Connealy, may show
up.

G EORGE KILPATRICK: N o .

SENA'I'OR PWIKES: N o, won ' t sh o w up . We l l , i n p ass i n g w e ' l l
ment>on Conneal y t he n . Geor g e Ki l p at r i ck i s ou r l eg al
counsel. Our illustrious Chair...

GEORGE KILPATRICK : He wi l l s ho w up .

SENATOR R A I K ES : . . . wi l l s how up ­ -Dave Landis, District 46.
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Senator Redfield will not show up; she's gone; she's from
Omaha. Ron Raikes, District 25; Abbie Cornett, District 45;
a nd t o my f a r l e f t , Do n Pr e i s t e r , al so O maha , D is t r i c t 5 .
Okay. We' ve got everyone introduced and so w e will next
introduce Sena tor Pat Engel­-Leo "Pat " Eng e l - - w h o wi l l
introduce LB 763. Senator Engel, please.

LB 7 63

SENATOR ENGEL: Thank you, Acting Chairman Raikes. First of
a l l , I want t o l e t you kn o w t h a t LB 7 63 I be l i ev e i s t he
l as t b i l l i n t r odu c e d t hi s y ear , i f I ' m c or r ec t . And t h i s
morning my f i r st b i l l we i nt r o d u ce d t h i s yea r , a r ev i so r
b i l l , was mi n e a l so . So whe t h e r y ou g o b y t he f i r s t sha l l
be last or the last shall be first, I co vered both e nds.
But 1 ho p e i t wor ks t o day .

SENATOR RAIKES: So that one didn't get killed but this one
i s s t i l l up , r i g h t ?

SENATOR ENGEL: (Laugh) Anyhow, I'm Pat Engel, you sp ell
that E-n-g-e-l, and I represent the District 17 in northeast
Nebraska. LB 763 would create a way for the state to recoup
t he p ro p e r t y t ax r el i e f g i ven t o t h o s e who q u a l i f y f or a
whole or partial exemption of the valuation of th eir rea l
property. Currently, a homestead exemption is available to
three groups of people: persons over age 65, certain
disabled individuals, and certain disabled veterans and
their surviving spouses. A ll exemptions are b ased on
various criteria, such as age, degree of disability, income,
and the value of their property. The Nebraska Department of
Revenue has a comprehensive forum that includes instructions
and charts as to wh o may qualify and what income must be
included to q ualify for a n ex emption. Once cert ain
requirements are met, the state reimburses the counties and
other governmental subdivisions for the taxes lost du e to
homestead exe mptions. The latest figures from the
Department of Revenue are $49,750 exemptions, totalling
550,425,407 for fiscal year 2004. Amended returns are still
arriving so th ose n umbers are st rictly approximations.
LB 763 states that county treasurers would file a lien on
the parcel each y ear a n exemption is granted. The total
amount would be due to the state upon sale or other transfer
o f t h e h o mest e ad . The b i l l wou l d b e e f f e ct i v e f o r a l l
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exemptions reimbursed by the state on or after January 1 of
2006. I have drafted an amendment, number 183, which states
there must be proceeds from the sale of the property after
closi.ng costs and any other debt secured by t he pr operty.
( Exhib i t I ) I n o t he r wo r d s , w e a re n ot a sk i ng he i r s t o d i g

o their own pocket to repay the l i en if there ar e no
proceeds. And I believe that's been passed out to each one
o f yo u t he r e . My pur p o s e i n i n t r odu c i n g t h i s bi l l i s t o
a l lo w p eo p l e t o l i ve i n t he i r ow n h ome w i t h a n e x e mpt i o n i f
t hey qualify until there is a sal e or transfer of th e
property. Then the state would recoup the money allowed as
property tax relief. In many cases, the valuation o f the
homestead will have increased a great deal and there will
still be proceeds for the s e lling o f the estate. The
si t u a t i o n i s , t h e . . . ma n y peop l e can n o t af f or d t o l i ve i n
their own homes through no fault of their own. Just over
the years, the house that they purchased 40 or 50 years ago,
because of re valuations arid so forth, has increased to the
p oin t t h at t h e p r o p e r t y t ax i s p r ob a b l y m o r e .. .y o u k n ow , i s
more than they probably paid for half of the house, so it' s
just a matter of, through no fault of their own or th ey' ve
had other c ircumstances in th eir l ife where they cannot
afford to pay the taxes. And that's handled, of course, in
how they d o it now. But I know there are certainly many
details to be worked o ut and I 'm willing to listen to
everybody's concerns and suggestions. In fact, I contacted
different entities who might be interested in this bill who
might have concerns with it, and I think some of them are
testifying here today, and so I do welcome t heir concerns
and their suggestions. But I firmly be lieve that the
concept is a very viable one, in that we don 't w ant to
penalize anyone receiving these exemptions but I also feel
very st.rongly that the taxpayers should not be s ubsidizing
anyone's estate. And I' ll be happy to answer any questions
and urge you to advance LB 763 to General File. Before you
answer any questions, I would like to have you refer to the
f i s ca l no t e . I t h i nk y ou ha v e t h at i n y our f i l e . The
fiscal note s hows that in 2006-07, we should receive about
5 835,000 . Fi sca l yea r '08, 8 3,037,000 ; f i s ca l ye ar '09,
55,716,000; so th ere is a lot of money we' re talking about
that perhaps could be used fo r other very worthwhile
purposes. Now I would be glad to answer any questions.

SENATOR RAIKES: Thank you , Senator Engel.
Senato r Jan s s e n h a s on e .

Q uest i o n s ?
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SENATCR JAVSSEN: Well, Senator Engel, well, right now, I
m an, if you get that homestead exemption, you never have to
pay any o f t hat bac k .

SENATOR -NGE' : No . No , y o u do n ' t .

SENATOR JANSSEN: I mean, it's just a...of course, property
taxes or. it or most of that is local anyway.

SENATOR ENGEL: Well, it's local tax, but, you see, we...the
state reimburses the counties.

SENATOR JANSSEN: The st ate...I realize that. The state
r eimburse s . . .

SENATOR ENGEL: Y eah, right.

SENATOR JANSSEN: .. .for that.

SENATOR ENGEL: Out of general funds.

SENATOR JANSSEN: So, um-hum. All right. I think I see
what you are trying to do here. Thank you.

SENATOR RAIKES: Senator Baker has a question.

SENATOR BAKER: Tha nk you, Senator Raikes. Senator Engel,
do you think people...maybe this would be a detriment to
peopl e t ak i r . g t h i s i n t he f i r s t p l ac e , do you t h i nk , t he
homestead exemption? This is an innovative idea, I mus t
admit . I j u s t . . . I don ' t know h o w t o t ake t h i s . Wo u l d
t hey . . .

SENATOR ENGEL: Well, they might, but I don 't believe s o
because I think if they look at the fairress of it, I don' t
h nk they should anyhow because if they needed to stay i n

their home I think t hey will still take advantage of it
b eca s e t h ey l oo k . . .

SENATOR BAKER: Those people would, no doubt.

SENATOR ENGEL: But if you look at the faizness of it... I
know, and I' ve talked to different people who have called,
and so forth, and after I explained it to them they still
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d idn ' t wan t i t t o pas s , bu t t hey un d e r s t o o d i t , t ha t a l l
we' re doing is we ' re not d oing a nything to jeopardize
anybody that needs it. But as far a s pass ing on that
property to the he irs intact, I don't think is a fairness
t h i ng . I t h i nk i f wha t e v e r w e c o u l d r e c o u p h e r e , a n y e x c e s s
over that. would go to their estate; it would g o to their
estate, so, I mean, they would get what's left. But I think
our primary concern is to keep the people in their homes
that need it, not those that might gain from it. And that' s
the purpose of this.

SENATOR BAKER: This is effective 1/ 1/2006. .

SENATOR ENGEL: R ight.

SENA'TOR BAKER: ...and thereafter. I mean, if they had 10,
12 years of ho mestead exemption tax re imbursement, they
would have to pay that back.

SENATOR ENGEL: Well, it would be paid from th e pr oceeds;
only from the proceeds, yeah.

SENATOR BAKER: I k now , bu t i t co ul d am o un t t o a num be r of
years of homestead exemption.

SENATOR ENGEL: Yeah. And it could exceed the value of the
property, depending on how long you live there. But that' s
not the point; it's just to get what the difference is.

SENATOR BAKER: Okay. T h at's the picture. Thank you.

SENA.OR ENGEL: Y ou' re welcome.

SENATOR RAIKES: S enator Cornett has a question.

SENA. R CORNETT: If the owner of the pr operty is sti ll
ve and sells the property and is planning on using that

money tc go into a nursing facility or f or their m edical
care because they can no longer care for themselves, are you

ng...is the e any exemption for that or would they still
be eauired to pay the money back.

SE."JATOR ENGEL: W el l , t he r e i s n ' t any ex e m p t i on i n t he r e f o r
th.s r ght now b ecause the thing is, first of all, if they
d o g o ' n t o the nursing home and if they after six months
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what. ever property they have would be sold if they' re relying
on Medica d funds. So all...

SENATOR CORNETT: I mean , if they' re not re lying o n
« d:ca d...well, they probably would be, then they wouldn' t
r eed t o s e l l t he i r ho me .

SENATOR ENGEL: Ne l l , i f t hey a r e no t r e l y i ng on M e d i c a id
funds, the« we' re not involved at all, see.

SENA'I'OR COPNETT: Yea h .

SENATOR ENGEL: But, say, th ey ar e relying o n Medi caid
fu..ds, well, so, we' re going to get it anyhow so we get this
money back, and then they might start drawing Medicaid funds
sooner, you k now, t hat they can use the balance of it for
that. I mean, that's a separate deal. So I don 't think
we' re g o i ng t o . . . s t i l l don ' t t h i nk w e ' r e go i n g t o pen a l i ze
anybody ; I r ea l l y don ' t , i n my o w n m i n d . I t h i nk pr o bab l y
f or p e o p l e . . .

SENATOR CORNETT: So t hey just go onto Medicaid sooner and
pay back w ha t t hey ha d

SENATOR ENGEL: Ne l l , r i g ht . I t , wou l d . . .

SENATOR CORNETT: .. .deferred from the state.

SENATOR ENGEL: ...from the st ate f or the ...when that
property is sold, yeah, or transferred; or transferred.

SENA.OR LANDIS : Se nat o r J a ns s e n .

SENATOP. JANSSEN: Pat, does...I know the state reimburses
the county, but do they get 100 percent reimbuzsement?

SENATOR ENGEL: Ye s .

SENA.OR JANSSEN: It is 100 percent. I was thinking i f it
x asn ' t 100 pe r c en t , then the county should have a crack at
l t a l s o .

SEVATOP. ENGEL: Yea h . No .

SENATOR. JAVSSEN: ...before the state got it (inaudible)
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SENATOR ENGEL: It's 100 percent reimbursement.

SENATOR JANSSEN: Oka y . ( I naud i b l e )

SENATOR LANi3IS: Senator Baker.

SENATOR BAKER: One other question here. On top of page 4,
"Repayment shal' become due and payable upon t he sa l e o r
othe r t r an s f e r . . . " S ay, a parent t ransfers this t o
children, what do we establish as a sale price or a re you
talking about assessed valuation maybe or just a fair market
value? Who is going to establish that I wonder?

SENATOR ENGEL: Well, I would think, and of course that' s
somethin g t h a t wi l l pr o ba b l y h a v e t o be i r o ne d o u t he r e , bu t
I would think 't is what ever the property is worth at the
poi n t , a t t hat t i me .

SENATOR BAKER: As assessed valuation, Senator?

SENATOR ENGEL: No, not assessed, not pa rticularly; I
think...no, not assessed. I think it would be...

SENATOR BAKER: Well, so you' re going to have t o co m e up
with a fair market value.

SENATOR ENGEL: You w ould have to probably come up with a
fair market value. I am assuming that. That's a dangerous
word, I know, but it's an assumption. It's a...

SENA.OR BAKER: Ok ay .

SENATOR LANDIS: S enator Cornett.

SENATOR CORNETT: One more question. Whe n you said the
amount owed could be more than the land was worth if they
had taken a number of years of exemptions, would the est.ate
t hen b e l i a bl e ?

SENATOR ENGEL: N o . No, that's in.

SENATOR CORNETT: Ju st for the...

SENATOR ENGEL: No, that's in that amendment there. No one
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would be liable for...if that occurred.

SENATOR CORNETT:
assessed v a l u e .

SENATOR ENGEL: No. No, we' re not putting any burden on any
hei rs . We ' r e j u st no t g i v i n g t he m a l l t h ey po ss i b l y wou l d

For anything over t he am ount of the

want .

SENATOR CORNETT: All right.

SENATOR LANDIS: Other questions. Thank you, Pat. Next
testifier in favor. In opposition? And as soon as I'm back
f rom t he de nt i s t , by t h e way , wi t h t h i s mou t h f ul o f
i mplement s wh i c h d i d no t p er m i t m e t o h a v e co n v e r s a t i on an d
discover the fact. tha I was going to be late, I now have to
run up to the Appropriations Committee. Can I hand it back
t o y ou , R o n ?

SENATOR RAIKES: Sure. W elcome, Larry.

LARRY DIX : Welcome . Glad to be here, Senator Raikes.
Senator Raikes, members of the committee, for the record my
name is Larry Dix, D-i-x, executive director of the Nebraska
Association of Co unty O fficials. And we' ve had quite a
little bit of dialogue within the c ounty o fficials, both
as...actually, the assessors, treasurers, and clerks on this
b i l l . And whe n w e l o o k a t t h i s , t he r e ar e so m e i nt e r e st i ng
concepts and certainly Senator Engel brought some forward.
There are s ome that r ead it th a t a r e lo oking at the
homestead exemption process each and every year as peo ple
apply and realize that i f t h e house was sold prior to
August 1 5 , t hen co r r ec t i o n s co u l d be m ad e t o t he t ax ro l l t o
that. And so we were a little bit uncertain if the i n tent
of the bill wa s to close the loophole for the properties
that were sold just a fter Au gust 15. But from hear ing
Senator Engel's opening, my u nderstanding is t his is a
homestead exemption that has accumulated over multiple years
that can add up to this. So there are just a cou ple of
different ideas that we have in going through this process.
On page 4, it talks about the county treasurer shall file a
state tax lien if the homestead exemption and the property
is sold. State tax liens right now in that instance w ould
be taken...the county treasurer would present those to the
Secretary of State so that there would b e thi s amount of
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paper that goes up to the Secretary of State. The n the
Secretary o f Sta te...and along with that filing there is a
$6 filing fee. Then the Secretary of State turns around and
takes that paper and resubmits it back to the county clerk
or to the register of d eeds for filing. And so the
Secretary of State...and the $6 is divided. The Secretary
o f St at e ke eps $3 of it and the county receives $3 of it.
Our understanding, if tax liens were really a method to help
i n t h i s s i t ua t i o n , t he r e w o u l d be a s t a t e t ax l i en f i l ed
each and every year that somebody applied for a homestead
exemption. S o year after year after year we would go
through this process of filing a state tax lien, and so
t hose woul d c o n t i n u a l l y st a ck u p a g a in s t t h at p r op e r t y un t i l
such time when that property was sold. In doing so, i t' s
our belief that e ach time th e co unty w ould...in this
instance, the county would probably be responsible since it
says the county treasurer shall file. The county would be
r esponsible for the $6 filing fee. And if we look at tha t
and if w e us e the number of homestead exemptions that are
filed each year, approximately 50,000 of those $6, there is
$ 300,000 t h at wou l d b e com i n g o u t o f t h e c oun t y ' s bu d g e t t o
file those state tax liens. Now, granted, we understand we
get 50 percent of th ose b ack so it would re ally be a
$150,000 hit to county government year after year after year
for as long as that goes on. Then, o f co urse, once the
property is sold we would have to go through and terminate
those tax liens. Our understanding, we wou ld ha ve to
term>nate it. And, of course, there is no cost to terminate
i t o t he r t han t h e wor k l oad wi t h i n t he c oun t i e s . An d so
somewhere there is going to be about 50,000 documents filed
across the state each and every year, and then, of course,
u pon termination, each and every one of those would have t o
be terminated. That's as we read it. We believe that to be
qui t e p r ob l em a t i c xn t he p r oc ess o f j u s t mov i ng a l o t o f
paper. The othe r th ing t hat w ould h appen certainly
throughou t t h i s pr oce s s i t ' s ou r un der s t a n d i n g , ou r be l i e f ,
t hat i f t h i s t ax l i en w as f i l ed o n t he p r op e r t y , t h ose t ax
liens will show up on credit reports because when there are
cred't searches, when they' re searching for your cr edit,
tney go in and look at a piece of property, those will show
up. Tha t wi l l show a s a l i e n ag ai n s t y o ur pr o pe r t y . So I
t h in k t ha t p r oba b l y w o u l d b e a l i t t l e bi t pr o bl e m a t i c f or a
number of citizens since that will start to show up on each
and e rery piece of property. The other thing that happens
w th state tax liens, state tax liens whe n they' re filed
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there is n o re quirement to put a legal description on a
state t.ax lien. So somewhere, if we don't have that legal
description identified against that state tax l ien, when
that lien comes back down to the counties to be filed, it' s
going to be...we' re going to have a little bit of r esearch
and some time and energy expended to make sure we match that
up with the proper document. I checked with the Secretary
of State's Office and they pretty well confirmed that the
state ta x lien does not have to have a re a l legal
description attached to it. So this, too, opens the d oor
for a little bit of potential problems there. One of the
questions that came up is during the selling process do the
real estate agents, are they going to have to notify the
potential buyers that there could be a state tax lien on
your property because you had filed and received a homestead
exemption. So that's sort of the state tax lien side of the
picture that we think is a little bit problematic. Prom the
other side of it, the county treasurer...we' re a little bit
concerned with some of the timing also. When the actual
process happens and h omesteads are filed, that happens in
the assessor's office when the property is sold, information
comes back to the assessors office on a transfer statement.
The county treasurer who was filing the l ien d oesn' t
necessarily know in a timely fashion if that property had a
homestead exemption on it. They' re made aware of that at
the time of year when the assessor h as to certify t he tax
roll which typically is at the end of the year. So there
are some timing elemerts involved there that we t h ink the
way this is written really, really could be problematic. We
also look at...and one other thing that is in there, when
we' re starting to look at the exemption, if somebody sells
it midyear, then are we going to have to look at a portion
of a year for that exemption to be reimbursed? Is it the
full year, all or none, if somebody owns that property only
for a portion of the year? So that we look at . Again,
currently the software that is out in all of those counties
has no ability to calculate homestead exemptions on partial
years. It is s imply the full year or nothing at all. So
yesterday Senator Engel and I h a d a con versation really
about this, and he said, you know, Larry, is there any ideas
that you can come forward with. And sort of in short not ce
it's a li ttle bit di fficult but one idea that was thrown
around is the homestead exemption application right now,
that statement, you could have on that statement a statement
to everybody who is applying for a homestead that says, if
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you sell your property you will have to repay the homestead
amount back to the state. I think that would be a statement
you would have to include on that form so that when people
are filing for a homestead exemption, up front, y ou wou ld
disclose that t his p ossibility exists. And since that
homestead application document always has a legal
description, it, would t ake care of a little bit of that.
The transfer st atement that cu rrently comes into the
register of d eeds, and a copy is sent to the Department of
Revenue and a copy goes to the assessor, might have to have
a box o n it that would indicate if at time of transfer, if
there is a homestead...if that property has a hom estead
exemption on it, a nd if so, the state receives a copy of
that. Then at the time when the transfer actually happens,
the state could m atch the transfer statement back to the
homesteads by way of tying it together through the l egal
descriptions that are on th ere and the person is sent a
statement from the state that says, this money is du e the
state. If not, th en t he st ate could file a state lien
against that person at that time. But simply the treasurer
does not h ave the adequate information to go through that
problem. So, anyway, if the Revenue Committee finds merit
in this idea, I think there needs to be quite a little bit
of time to work through and understand not only h o w the
current process really, really works, but how much of a
revision would take place in the current work flow and paper
f low process if we would move forward with that. So, wit h
that, I th ank yo u f or you r time and try to answer any
q uest i o n s .

SENATOR RAIKES: Thank you, Larry. Questions for Larry? So
I hear your concerns expressed as technical ones...important
ones, but technical ones, and not really substantive with
the idea. You said, if the Revenue Committee decides this
idea has merit then we need to address these technical. You
stopped short of commenting on the merit of the idea.

LARRY DIX: The ...and the me rit of the idea, I thi nk
f undamenta l l y . . . I gu e s s w hen we i n i t i a l l y l oo k e d a t i t , som e
of what we looked at would say, d o we actually have
taxpayers out there who are receiving a benefit? We were
look in a a t i t mor e f r om a on e - y e a r p o i n t o f v i ew . Ar e t he r e
t axpayers out t here who a re re ceiving the be nefit o f
homestead exemption because they p urchased a ho m e wh ere
somebody had a homestead exemption. They purchased it after
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August 15 so t hey get the benefit of the fact that someone
else had a homestead exemption on i t. There is that
possibility out there, and that exists today because the
assessor can make those corrections and catch those things
up until about August 15, and then things really start
getting locked down. So , Senator Raikes, if you owned the
home and you had a hom estead exemption on i t, an d I
purchased that home September 1, then for that one year I
w ould a c t u a l l y ga i n t he be n e f i t o f y ou r ho mes t ead e x empt i o n .
That's how it works today.

SENATOR RAIKES: O k ay . I ..

LARRY DIX: So that's really somewhat where we were looking
at, really digging into a partial year and my understanding
is Senator Engel is looking at this over a number of years,
so it changes a little bit of what we were looking at.

SENATOR RAIKES: An inte resting point because I hadn' t
t hought a b ou t t ha t p ar t i cu l ar . . . a s I see t h i s i de a , we ' r e
looking at whether or not there are unintended
beneficiaries, so to s peak, of th e homestead exemption
program. And I thi nk S enator Engel was m o re...if I
interpret it correctly...was more looking at heirs who would
benefit when in fact they were not the ones that were being
t.argeted by the pr ogram. Are the re, in your view,
unintended victims of this proposal?

L ARRY DIX: Well, you know, again, here, I guess it goe s
back to where we get sort of caught up in that partial year.
I don't know if I wou ld s ay the re would be unintended
v i c t i m s; I do n ' t k now t ha t .

SENATOR RAIKES: Okay. Any ot her questions here? I see
none. Th a n k yo u , L ar r y .

LARRY DIX : Ok ay , t han k s .

SENATOR RA IKES : Other opp onents, LB 763?
opponents d o w e h a v e ? Ok ay .

MARK INTERMILL: Good afternoon, Senator Raikes and members
of the c ommittee. My name is Mark Intermill, spelled
I - n - t - e - r - m- i - l - l , and I'm here today representing
AARP-Nebraska. We are opposed to LB 763 as it is drafted.

How many
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I am sympathetic to the concept of n ot protecting heirs.
And we would be interested in working with Senator Engel and
this committee, if you see fit to continue to work on this
ball to try to reach that goal . One of the unintended
problems that may come up as a result of that, though, and I
think the q uestion was ra ised earlier was that this may
serve to be a deterrent to pe ople a ctually seeking a
homestead exemption. We m ay have some people who see the
word "lien" and decide that they...who may need a homestead
exemption...and may d ecide that they don't want to pursue
one. What this bill is doing is shifting this program from
a homestead exemption or a circuit breaker-type of a program
to a property tax deferral program. And there are 24 states
that have propert.y tax deferral programs. But most of them,
if not. all of them, have some other sort of program like a
c 'rcuit breaker for certain populations. And I think th e
reason that. they do this is that there are a number of very
modest properties that are co vered b y the homestead
exemption program. And just to give you an example, we...in
one county, out, of 145 homestead exemptions granted, 33 of
the properties were valued under S15,000 . A l i en on a
p roperty of th a t va lue may wind u p costing more t o
a dmini s t e r t ha n y o u w i l l r ea l i ze i n t e r ms o f t he ben e f i t s
from the program or the recovery. So a number of states
have looked at lo w va lue o r lo w-income individuals as
retaining the c ircuit breaker-type of a program in order
to...those are the individuals who need the program the
most, and we want to be sure that they continue to apply for
the program. The ot her issue that I mention is just, and
this was alluded to earlier in questions, was that this bill
as drafted xs a pplied when the p roperty is sold or
transferred. A n d a lot of people who sell property who are
receiving homestead exemptions may be doing so to move into
a long-term care setting. What this basically does, if the
lren is imposed at sale, that would reduce the am ount of
resources they would take into that long-term care setting.
Four years ago I know that we looked at how long it takes to
spend down if you are a private-pay resident of a nur sing
facility, and it 's about 14 months. After six months in a
nursing facility if there is no likelihood of a person going
back i n t o t he co mmuni t y , t h e p r op e r t y i s so l d . I f t he r e i s
a lien i mposed at that tim e , '.hat p r o b a b l y r ed u ce s t he
period of time t hat a per son ..s paying privately and
shortens that spend-down period. So , in closing, we do
oppose the bill as drafted. As I said, we are sympathetic
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to the idea of not using this program to benefit heirs, but
I think there are some things that we need to take a look at
in the bill before we can say that it does that and does
that efficiently.

SENATOR RAIKES: Okay, thank you , Mark. Questi ons?
Questions for... Thank you for being here today.

MARK INTERMILL: T hank you.

SENATOR RAIKES: Any other opponents to LB 763? Neutral
testimony. Mr . Hallstrom.

ROBERT HALLSTROM: Senator R aikes, now Se nator Landis,
members of the committee, my name is Robert J. Hallstrom. I
appear before you t oday as a registered lobbyist for the
Nebraska Bankers association in a neutral capacity. The
NBA's concerns w ith the bill­- and I g u e s s I sh ou l d n ' t ca l l
them concerns; we just need to get some changes made to take
care o f o ur i ssue s ­ - have to do with the application of t h e
lien aga inst the pr operty during the li fetime o f an
i nd i v i d u a l w h o may b e e l i g i b l e f or t he hom e s t ea d ex em p t i o n .
As we r ead the bill, the lien would be placed against the
property on an annual basis and will interfere or impede the
abi l i t y , i n o ur op i n i o n , o f t ha t i nd i v i du a l t o e i t he r g et
things like home equity loans or perhaps reverse mortgages
which have become a handy tool for the elderly who n eed
reverse mortgage-type of application in order to continue to
r es ide i n t he ho me . I f t he r e i s a l i en ag a i n s t t he p r op e r t y
during the li fetime, that is either going to eliminate the
abi. l i t y o f an i nd i v i d u a l t o ge t t h at t ype o f l o an or wi l l
reduce the amount of f unding, for example, that they may
qualify for under a reverse mortgage. We have visited with
Senator Engel. I have pro vided him with some sample
language that we could use for proposed amendments. We have
talked about the fact of whether or not an al ternative to
p lac in g a l i en ag a i nst t he p r ope r t y du r i ng t h e l i f e t i m e
w ould be to follow the a pproach that w e ha v e with th e
Department of Health and Human Services on the Medicaid side
for medical assistance programs in terms of allowing a claim
against the estate that is held in abeyance until after the
death o f t h e i n d i v i dua l , i n t h i s ca se who may hav e b een
receiving the b enefits of the homestead exemption, so that
instead of placing a lien against the property, it would be
more like th e med ical a ssistance in that there is just a
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claim against the estate if there are assets l eft ov er t .o
claim against.. The other aspects that we have talked about
a re s i .mply p r o vi d i n g a n ou t r i g ht p r i o r i t y f or any t y pe o f
lien that is secured by the homestead property. One example
would be whe t her t h at l i e n i s at t ach ed p r i o r t o or
subsequent to the establishment of the lien under this l aw
relat.ing to th e ho mest.ead exemption, that you would still
g ive i nd i v i du a l s t h e r i g h t t o f r ee l y hav e l o a n s a g a in s t t he
property, liens placed against the p roperty that would
retain their priority status, vis a vis this new lien that' s
being created. The other aspect is perhaps considering that
the attachment of the lien, if it occurs at all, only occurs
contemporaneously with the sale so that as lo n g as the
i nd i v i d u a l wa s r e s i d i ng i n t he h ome , t he l i e n wo u l d r e t a i n
i t s p r i o r i t y . A l e nde r l o ok i n g a t t h e r eco r d w o u ld say i t
is free and clear. We know that we can file in advance of
t he sale or the transfer, and t herefore they w ould b e
protect.ed and the in dividuals would be able to freely get
their lending requirements taken care of. So there are some
of the aspects that we have shared with Senator Engel a nd
would share with the c ommittee in moving forward on this
legislation.

SENATOR LANDIS: Thank you , Mr . Hallstrom. A re ther e
auestions? Senator Raikes.

SENATOR RAIKES: Again, it sounded to me like important but
t echn i c a l ?

ROBERT HALLSTROM: Yeah. We don't take any position on the
policy aspects of the issue, Senator. We' ll leave that to
the committee.

SENATOR RAIKES: Are there unintended victims of this k ind
o f a pr o g r a m?

ROBERT HALLSTROM: I don ' t be l i eve so , i n v i s i t i ng wi t h
Senator Engel and as I read the bill, Senator, I think it' s
simply an issue similar to medical assistance, that if there
are monies a vailable, in th i s ca s e if there is a house
available against which the lien at some po int a ttaches,
that you' ll take the money up-front before the balance is
passed on to the heirs. In this case , we were rea lly
appreciative, at least as far as it went with the amendment
that Senator Engel passed out to the committee, because that
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references and reflects that if and when it is sold before
the state steps in to recoup its monies for the homestead
exemptions that have been granted, the closing cost and the
cost of any debts that are secured by the homestead property
will be taken care of first. That takes care of most of our
i ssues wi t h t h e b i l l . The o ne re ason wh y w e wa n t t he
priority status for the lien is that the bill is coupled
with or tied to both the sale and the other transfer. You
can have situations where an individual has th e pr operty
" ransferred to them by inheritances. If there is a death,
for example, there is no sale, there is n o proceeds from
which to realize the recoupment of the cost on behalf of the
s ta te , b ut ye t t hat l i e n i s go i ng t o be out t he r e . So we
want to make sure if we' ve made a lien t o the individual
during their lifetime that that is going to be taken care of
and continue its priority.

SENATOR RAIKES: On the other hand, if I want a new hot tub
in my house, I just put a lien on my parents' house to cover
the cost of my new hot tub?

R OBERT HALLSTROM: There could b e so m e is sues of tha t
nature, Senator, you know. I talked to Senator Engel about
that very issue that there are probably some potentials in
that not always when you get a loan and get cash...you know,
if you' ve got the c ash and you had the cash, you would
r eplace i t a nd y o u w o u l d h a v e i t i n y ou r po c k e t o r i n y ou r
bank account. If yo u actually put an investment into the
home, it might just as well be a furnace, too, which would
serve a raluable aspect, but ne ither one of those may
increase the dollar value of the u ltimate sales proceeds
commensurate with the amount of the loan that you' ve placed
against the property. I think the com mittee, and I ' ve
talked to Senator Engel about this. You know, in looking at
what the M edicaid assistance program does in waiting until

he ' ; ­
.
.e f death for their claim against the estate to come

b i:ig, they provide protections for if there is a
of if t here i s a m inor or a disabled child still
in the house, those may be policy issues to take a
as to w hether or not similar types of protected

gor es o ght to apply i n th is pa rticular situation.
that's far afield from where the bankers need to

S ERA-OR LANO I S : Questions for Mr. Hallstrom? Thank you,
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Bob.

ROBERT HALLSTROM: T hank you, Senator.

SFNATOR LANDIS: Ot h er n eu t r a l t e st i f i er s? Sena t o r En g e l t o
c lose .

SENATOR ENGEL: I would li ke t o. Chai rman Landis and
members o f t h e c o mmi t t e e , I app r e c i a t e y o u h e a r i ng my b i l l
t oday . An d I wo u l d l i ke t o m a k e a f ew c o mments . One i s how
this idea came about. About a year ago I was having a
discussion with a realtor in South Sioux City, who happened
to be a county commissioner, and we were discussing these
situations. And that's how this was...this little idea was
born, and to me it sounded like a very good idea. And,
again, we don't want to pe nalize anybody that deserves
homestead exemptions­ -the advantage of homestead exemptions.
But we do...I do believe, and I think others probably, that
I don't think we should be subsidizing their estate, so to
speak. So that's why I invited someone from the banking
profession. I invited someone from the counties to co me
appear here too with their, either pro or con or neutral,
whatever, so it could all come before the committee because
I know the bill itself, as presented, isn't perfect. But we
can make it as close to that as we can. And in talking to,
as far as talking t o Cathy L ang, th e Prop erty Tax
Administrator, and then Mary Jane Egr, they feel there is an
avenue, however they w ill work o n an avenue where this
process could take place without an un due b urden o n the
county treasurers. And so with that, I would certainly work
with these people that are having these concerns, and the
gentleman from AARP; we talked to him ea rlier; and th ese
concerns, if they could be worked out. But like I say, as
far as, I can't see where there is going to be a real
hardship on t hose people that the homestead exemption is
i n t ended f o r . I f t he r e wa s , I wou l d n ot pr ese nt t h i s
because I' ve always been a n ad vocate for a nybody that
deserves help. And so with that, I would as k that yo u
advance LB 763 t o General File and wo uld b e certainly
work in g o n al l t h ese . . .

SENATOR LANDIS: Thank you, Pat. Let 's see if there are
auest ons, Senator Engel? Thank you ve ry much for an
i n t e r e s t i ng i d ea .
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SENATOP. ENGEL: And t.hank you very much.

SENATOR LANDIS: Appreciate the good he aring. Next
t estifier for the next bill will be Adrian Smith, would i t
not? Come on up, Senator Smith. Let's just check, how many
are here t o testify i n fa vor of th is measure, Senator
Smith's bill? In opposition. Neutral. All right, Senator
Smith .

LB 723

SENATOR SMITH: Thank you, Mr. Chairman and members of the
Revenue Commit t e e . I wi l l pr o mi s e t o b e br i e f . I do
promise to be b rief. My name is Adrian Smith, A-d-r-i-a-n
S-m­ -t-h, here to introduce LB 723. LB 723 would amend the
Nebraska Revenue Act to establish a process to rev iew a nd
adjust Neb raska's sales an d use tax ra t e so it is
competitive with other states. The go a l is to move in
phases to place Nebraska's sales and use tax rate within the
20 lowest tax rat.e states­ -basically a little better thar. in
the top half. This phase-in would take place over a period
of five years, beginning on Ja nuary 1, 2006. Section 4
requires the Department of Revenue to annually complete a
nationwide state comparison study o f sales an d use tax
rates. The department would provide the comparison report
u sing the rates in effect on January 1 of such year to t h e
Chair of the Rev enue Committee and the Governor b y
September 1 of each calendar year. And Section 5, based on
the sales and u se tax rates effective on January 1, 2004,
the bill phases in the tax decreases to reach the rank of
twentiet.h in the nation. By 2010, the state sales tax rate
would be 4.9 percent and the combined state and local would
be 6 percent. I know that it is kind of a technical thing
here, b u t I t h i n k c o mpe t it i v e n es s i s m y ob j ec t i ve , a nd we
can use that to leverage our entire policy and bring in, I
think, more revenue as we are more competitive. I know that
some constituents, former constituents, have s aid th at
merely with the same sa lary, moving to Wyoming, they
received a 30 percent. pay increase by no state income tax,
less sales tax, and lower property tax. And I know that
there are various reports, for example, with property tax
burden that it's measured different ways. I know I' ve seen
reports that show that per capita property tax, for example,
in Wyoming, is less than Nebraska. And I guess if you call
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the severanc . tax a property tax, which I guess they do in
Wyoming, t ha t t ot al l y sk ews t h e who l e r ep o r t , so I t h i nk
t ha t i t ' s i mp or t a nt t o l ook a l i t t l e de ep e r t han so me o f
those initial numbers r eflect, bu t I k now that the same
S100,000 house in Wyoming is taxed significantly less. So
competitiveness is my objective, and I would take questions.

S ENATOR L A N D I S : Questions for S enator Smith? Sen ator
Raikes .

S ENATOR RAIKES: Adrian, you are dealing strictly with t h e
rate, not with the base.

SENATOR SMITH: T hat is correct.

SENATOR RAIKES: So th e base could be expanded to make up
the revenue lost presumably.

SENATOR SMITH: The r e , y e s .

SENATOR RAIKES: Ok a y . Th ank you .

SENATOR SMITH: I have not introduced that amendment though.
But , du l y no t ed .

SENA.OR JANSSEN: I s t her e any o n e h e r e ?

S ENATOR LANDIS: Thank you, Adrian. First tes tifier i n
f avor .

NATALIE PEETZ: Mr . Ch airman, members of the committee my
names is Na talie Peetz, Peetz and Co mpany, registered
lobbyist for the Greater Omaha Chapter of Commerce, and I am
here t o t es t i f y i n sup po r t o f LB 723 . I wo ul d l i ke t o t ha nk
Senator Smith for bringing this issue forward. This really
c ame about as part of the longer term discussions that w e
have been h aving over th e last year ab out how we grow
Nebraska, what we need to do to do that, and, in particular,
taxes, whether it is sales, income, or property, always seem
to enter into the equation. So we appreciate Senator Smith
putt ng this bill in. Is t his the perfect answer? Do we
g et a t i t ? No . Bu t i t ce r t a i n l y br i ngs f o r t h a b i gg er
discussion of where do we need to be as we compare to other
s ates on all taxes. And I think the next bill a fter t h is
a'so goes toward that same discussion which we think is a
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real positive. With that, I think the letter has al ready
been ent.ered into the record and if you have any questions I
would be happy to answer them.

SENATOR LANDIS: Are there questions for Ms. Peetz? Senator
Raikes .

SENATOR RAIKES: But rate is more important than base.

NATALIE PEETZ: As we talk about sales tax or all taxes?

SENATOR RAIKES: S ales tax. T h at' s...

NATALIE PEETZ: I thin k in terms of when you were talking
a bout individuals and corporations, they are going to look
at whatever they r ead on their computer in terms of tax
comparisons, and they' re going to be looking at rate.

SENATOR RAIKES: Ok a y . Th ank you .

SENATOR LANDIS: Thank you v ery much, M s . Peetz. Next
testifier in favor. First testifier in opposition.

GARY KRUMLAND: Senator Landis, members of the committee, my
name is Gary Krumland; it's spelled K-r-u-m-l-a-n-d,
representing the League of Nebraska Municipalities,
appearing in opposition to LB 723. LB 723 proposes a major
reduction in revenue to cities who have th e lo cal o ption
sales tax at. 1.5 percent. As you all know, the local option
sales t a x i s put . i n an d e st a b l i sh e d b y a vo t e of t he peop l e ,
generally, for general purposes, the government, but very
often it is for a specific purpose, sometimes specifically
for property tax re duction, sometimes for a specific
pro)ect. By reducing the sa les t ax, yo u are reducing
revenue available or y ou ar e frustrating the will of the
people if they are dedicating the sales tax revenue for a
specific pro3ect. It very likely wo uld re sult i n an
increase in property taxes, and un der th e li d th a t is
something t.hat the city could do if they are not under the
l evy l i mi t . We do t h i nk pub l i c p o l i cy on t ax es sh ou l d b e
set by the policymakers on the stat.e and local level, based
o n the need of the governments rather than b ased o n wha t
other states do. And for those reasons we oppose LB 723.

SENATOR. I A N D I S: Questions for Mr. Krumland? Thank you,
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Gary. Appreciate it.

GARY KRUMLAND: U m -hum.

SENATOR LANDIS: Next testifier in opposition?

JACK CHELOHA: Good afternoon, Senator Landis and members of
the Revenue Committee. My n ame is Jack Cheloha. The last
name i.s sp e l l e d C - h - e -I - o - h - a . I ' m t he re gi s t e r e d l o bby i s t
for the city of Omaha, registering our opposition to LB 723.
A lot of my com ments would e cho w hat th e Le ague of
Municipal ties states. As I looked at the f iscal n ote on
here, I think m aybe the impact of political subdivisions
might even be a little understated, if you will. If Omaha's
local option tax rate is 1.5 percent now, and ultimately had
to drop d own, a t least as th is bill dict ates, to
1.1 percent, that's about a 27 percent decrease. And if we
t ake i n r ou g h l y S 110 mi l l i o n a ye a r i n p r op e r t y t a x, I t hi n k
I roughly calculated a loss of about $30 million, and that' s
dramatic; that's too much. An d for those re asons, we' re
opposed t o t he b i l l .

SENATOR LANDIS: Okay. Are there questions for Mr. Cheloha?
Thanks, Jack. Appreciate it.

JACK CHELOHA: Tha n k y ou .

SENATOR LANDIS: Next testifier in opposition? Neutral
test.imony? Senator Smith to close.

SENATOR SMITH: I just wanted to note t hat my cell phone
just rang. I got a text message that m y busload of
supporters broke down at the Wyoming state line.

SENATOR LANDIS: (Laughter) You know what happened was they
were probably in Wyoming enjoying the good life out the re,
and getting some really cheap malted milks or something and
l ow-cos t h ot d ogs .

SENATOR SMITH: And spending money on th eir b roader tax
base. And I do want to address that and I understand what
you are getting at, and I think that is a very im portant
tool. I would assume that your argument is Nebraska's sales
tax base is considerably narrower than, say, South Dakota,
for example. I'm not asking you that, but I think that that
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is certainly worthy o f the discussion, and it is a
reflection on co mpetitiveness or vice versa, and I think
that's relevant.

SENATOR LANDIS: Questi on s f o r Adr i a n? Than k y o u, Ad r i an .
Appreci.ate it.

SENATOR SMITH: Tha n k yo u .

SENATOR LANDIS: That closes the hearing and brings us to
Senator B u r l i ng ' s b i l l . We ' r e d el i g ht e d t o h ave Car r o l l
back wi t h us aga in . LB 54 2, t h e Tax Policy R eform
Commission. How many are here to testify in favor? One,
t wo, t h r e e . I n o ppo si t i on ? No n e . And neu t r a l ? Al l r i g ht .
Proponents, come o n up and have a seat. Senator Bu.ling,
the floor is yours.

L B 542

SENATOR BURLING: (Exhibit 2) Good aft ernoon, Senator
Landis and members of the Revenue Committee. Thank you very
much for the o pportunity to appear before you today. My
name i s Ca r r o l l Bur l i ng , B- u - r - 1 - i - n - g . I r ep r e sent
Legislative District 33, and I'm here today to introduce
LB 542. As you know, sales, income, and property taxes are
the main sources o f in come we have to provide government
s ervices in the state of Nebraska. LB 542 creates the Ta x
Policy Reform Commission to study, consider, and recommend
tax structure reform in the state of Nebraska. The me mbers
o f t he com m i s s i o n wi l l r ep r ese n t a v ar i et y o f p ub l i c and
p rivate sectors from across the state. The statement o f
'ntent highlights each sector represented and specifies each
appointment. Most members will be appointed by the Governor
from a li st of names s ubmitted by various legislative
committees. I spoke with Governor Heineman and his staff on
several occasions about LB 542, and he supports the concept
o f t hi s b i l l and b e i ev e s t h at t he opp or t un i t y f o r t he
greatest results from this type of approach is now. In the
State of St ate A ddress, Governor Heineman made several
points about growing the economy of Nebraska. Some of those
po nts were: thinking outside the box, being bold i n our
ideas and a ctions, and bringing our growth incentives into
the twenty-first century. I submit to you that LB 542 is a
bold effort t o bring o ur ta x code into the twenty-first
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century. There is no better tax policy than one built that
i s bu i l t on a f un dam ent a l l y so l i d f ou n d a t i o n d e s i g ne d t o
enhance our economic goals and objectives. To support those
goals and objectives, it is desirable for our tax policy to
be f a i r , s i mp l e , and dep en d a b l e . Tax i n cen t i ve s , t ax
c redits, and o ther such programs are g ood an d ofte n
necessary, but they do tend to become political footballs
drawing attent.ion to the phrase, "the government giveth and
the government taketh away." Th e Governor said we should
engage in conversation regarding the future of Ne braska.
This bi l l inv ites t:iat conversation by creating a
col l a b o r a t i v e e f f or t be t w een t h e e x e c u t i v e and l e g i sl a t i ve
branches of our government. One might initially assume that
inviting stakeholders to discuss tax structure reform could
lead to c onversations such as Ru ssell Long's coi ned
quota t i o n , "Don' t t.ax you, don't tax me, tax the fellow
behind the t.ree." This committee knows better than a nyone
else the number of bi lls introduced every year to make
changes in our tax code. When even minor changes are made,
it has a ripple effect on the entire policy. Public policy
t hat. is developed or evolves over a number of years via a
political agenda is often not the best policy. We currently
have a tax structure that hasn't been significantly revised
in decades. I'm convinced that as this legislative body
prepares to w elcome 37 new state senators over the next
four years, that, we are ready to we lcome and listen to
r ecommendat i on s o f t h i s t y pe o f a co m mis s i o n . As you k n o w ,
there have been various tax studies authorized by the
Governor or the Legislature. And due to the fact that this
proposal is a combined effort between the legislative and
the executive branches, and the commission is made up of
local citizens representing a w ide range of tax p olicy
expertise, I believe that this proposal has the potential of
b eing m o re e f f ec t i ve i n p r odu c i ng p os i t i v e r esu l t s t ha n
previous studies. If we are afraid to lo ok a t ourselves
because we ar e af raid of what we might find, then I would
suggest that that alone is good reason to take a good, hard
look a t our ta x po l i cy and I b e l i eve t h i s pr op o s a l i s t h e
best and most efficient way to do that. If each person ir.
this room w ere to write a tax code, they would all be
different. We will not a ll agree with all the
r ecommendat i o n s o f t h i s c omm is s i o n . But I am wi l l i ng t o
take that chance because I believe that w hen reasonable,
knowledgeable people meet around a table and engage in an
open and frank discussion, the resulting recommendations
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would most a ssuredly be an improvement over what we have
now. In the past six months, I have read and heard a great
deal about increased interest from other states regarding
t ax p o l i cy r e f or m. And i n Neb r a s k a , wi t h t e r m l i mi t s now i n
effect, I believe timing is critical. Seventy-five percent
of the current senators will not face voters again. Twe nty
of us will n ot. return in January '07. The rest of that
75 percent are out in January ' 09. It is my hope t hat th e
reform commission such as I am proposing in LB 542 will be
able to provide us with some recommendations regarding our
t ax co de , w h i c h w i l l en ha nc e e c onomic d e v e l o pment s u f f i c i en t
to meet the n eeded jobs, goods, and s ervices of ou r
citizens. We currently have a collection of knowledge and
experience which needs to be contributing to s uch a n
important project as to how funds for g overnment services
are collected. My plan in the bill allows the commission
18 months to meet a nd make reco mmendations to the
Legislature for consideration in January '07 when 40 percent
of our body will be freshman senators. So as you can see, to
accomplish these goals, LB 542 needs to move quickly so that
the commission can begin their work this summer. And I ask
the commi tee to move LB 542 to General File. Now , the re
will be s ome p roponents to follow me. If there is nobody
here today to appear representing ag, it's because they are
at the G overnor's conference in Kearney. But I do have a
letter of recommendation from the Nebraska Farm Bureau that
I would lake to have handed out to the committee members.
( Exhibi t 3 ) So t ha n k y o u f o r t h i s op p o r t u n i t y a nd I ' l l t r y
t o answer a n y q u e s t i on s .

SENATOR LANDIS: Thank yo u. Se nator Burling has opened
himself to qu estions. Thank yo u . We have several
proponents. Let's move to the proponents. Senator Burling,
of course you have the right to close.

DEE HAUSSLER: Chairman Landis, members of the Revenue
Committee, my name is D e e Ha ussler, D-e-e, Haussler is
spelled H-a-u-s-s-1-e-r. I ' m the director of t.he Hastings
Economic Development Corporation. And on beh alf of the
Hastings Economic Development Corporation, I'd like to go on
reco d as be ng in support o f th e concept that Senator
Burling has brought before you today and is trying to bring
forward for th is st ate . As you are aware, eco nomic
d e;e l opmen e f f or t s f or o u r s t a t e an d i nd i v i d u a l co mmuni ti es
has become most difficult with the incentive packages that
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other states offer. For the past 17 years, Nebraska
L egis l a t u r e and o ur i nd i v i d u a l co mmuni t y o r g a n i z a t i o n s h a v e
been on the defense o f tr ying t o ha ng on to wha tever
economic development incentives we have to offer. If LB 542
offers a bu y-in from all o f the constituents across the
state and helps identify and promote the needs o f fu ture
legislation to help us keep competitive in our state and the
efforts of growing and attracting business in Nebraska, then
l e t ' s g o f or i t . I v i s i t ed wi t h Sen a t o r Bu r l i ng a nd k n o w h e
has considered introducing this legislation for the past
number of years. I know his interest in h elping economic
development for his district and for all of Nebraska. The
concern for me is that the commissioner's report would n ot
come until 2007. And in my opinion, I think that we as
Nebraskans cannot delay the legislative proposals that have
come before you j ust in the past month. Senator Baker' s
b i l l o f LB 69 5 , sa l es t ax e x e mpt i o n o n p r o d u c t i o n e q u i p ment ,
is a must for this state. LB 312 from Senator Landis and
LB 646, introduced by Senator Baker, also start putting us
at a level playing field with surrounding states as economic
development projects are considering this state. My concern
is t.hat if this has an opportunity to give our Legislature a
wait-and-see attitude, then I would offer that we go forward
with LB 542 as quickly as possible, as Senator Burling has
said, so that we can get a r eport to us. I wo uld not
support any wait-and-see attitude. I don't think we, as a
state, can afford that. We must act now. And each year our
Legislature needs to act to help us stay competitive. With
that, I would thank you for allowing me to come before you,
and thank you a lso for allowing me to go in support of
Senator Burling's bill. Thank you.

SENATOR LANDIS: Dee, there is a little disconnect be"ween
your testimony and what I heard Senator Burling to be saying
to my ear. I' m going to give you a chance to react to it.
I was interpreting Senator Burling's bill t o sa y, lo ok,
we' re going to look at the tax code generally. We' re going
to look at it from a variety of perspectives and we' re going
to see what recommendations there are. When I hear you, it
seems to b e, I want a...it would be good to create a forum
in which we could get state buy-in for an e conomic agenda
that included an updated package of tax incentives. There
is a difference between those two. Senator Bu rling, I
think, was s aying, look, we' re going to have a study that
takes us where we want to go. And as I listen to you,
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you' ve got the end in mind. The end in mind is an updated
body of t a x in centives that th e st ate w ould s omewhat
support, I mean, that would have buy-in.

DEE HAUSSLER: Yes .

SENATOR LANDIS: The distinction that I want t o ma k e is
this: The tax incentives almost invariably wind up being,
b y their nature, as an incentive of a var iation from an
ex'sting tax obligation. Her e's the normal tax obligation
and here's the special benefit created in a tax in centive,
as opposed to the previous bill, which was tax climate­ - the
taxes that everybody pays, the rates that everybody pays.
But. between those two, tax climate and tax incentive, in my
ear, listening to you, you' ve already decided that one is
more preferable than the o ther and t hat a body of tax
incentives xs the preferable thing, and that this creates a
f ormat f o r wh i ch we co ul d ge t p ub l i c bu y - i n t o a
twenty-first century package of tax incentives. I'm trying
to replay...is that a fair characterization that I'm making,
Dee?

DEE HAUSSLER: I'm not sure. (Laugh) Certainly, if our tax
climate is such that we' re competitive with our neighboring
states at a ll of the times, then indeed we don't need any
additional incentive packages to go over and above those,
and rather foolish to do that. And I think, in Senator
Burling and my conversations, that is indeed where we n e ed
to go. I wish we had this commission for the past 20 years
so that we were reviewing it and no t putting u s in the
predicament that we' re in right now as being noncompetitive.
I n my f i el d . . .

SENATOR LANDIS: Yeah , the com mission has existed. It
exists in the form of the Re venue Committee, and i t' s
e xis t e d i n a n uny i e l d i ng po st u r e wi t h r esp e ct t o t he
exis t i n g t ax i nce nt i v e . We hav e n ' t had a ser i ou s l o ok un t i l
t hj.s y ea r at mo di f y i ng t h at , and i t has b een on e of
closed-ranked, phalanx mentality of defending what we have,
even as it has come gradually to be less and less effective.

DEE HAUSSLER: An d i t . . .

SENATOR LANDIS: I think the arms have been open for a long
time to co nsider variations, but I do think the climate is
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different now, and something certainly needs to be done. I
think on that you and I probably would completely agree.

DEE HAUSSLER: Ve r y m u c h so .

SENATOR LANDIS: Questions for Dee? Senator Baker.

SENATOR BAKER: Thank you, Senator Landis. I have a little
bit different take in what you are saying on some of t hese
bills, and I have one of them that you referred to. It's so
c r i t i c al we do so m e t h i n g , y o u d o n ' t wa n t t o po st p o n e d o i n g
something while we' re looking at this tax study, is that not
cor r e c t ?

DEE HAUSSLER: I think that's where I'm truly coming fro m.
just don't think that we can stop and wait until 2007, and

then 2008 after the report, we try to react to that. I just
don't think that we can stop for two years in trying to get
something done. We need to react now.

SENATOR BAKER: You are thinking we may be able to come to
consensu. now o n some critical issues that we need to do,
p lus l o o k a t t hi s .

DEE HAUSSLER: Oh , y e s .

S ENATOR BAKER: Oka y . Th a n k s .

SFNATOR LANDIS: Other questions? Thank you very much.

DEE HAUSSLER: Th a n k y ou .

SENATOR LANDIS: Next testifier in favor.

RON SEDLACEK: (Exhibit 4) Good afternoon, Chairman Landis
and members o f t h e Revenue Committee. For the record, my
name is Ron Sedlacek. For the s ake of the transcriber,
that's spelled S-e-d-1-a-c-e-k. I 'm he re representing,
today, the Nebraska Chamber of Commerce, and I' ve also been
asked to sig n in and to mention th e Omaha Chamber of
Commerce as supporters of LB 542, in addition to the Sta te
Chamber. Senator Burling approached the leadership of the
S tate Chamber early on prior to, I believe, the meeting o f
the Legislature, describing his outline of a proposed study
of our tax system. And when the bill was in troduced, we
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immediately took that, with other issues that we felt would
be of in terest to our tax council, shared the information
with them, and certainly they c ame d own in vot ing f or
supporting this particular measure that would study the
o verall tax burden, the tax system in Nebraska, as part o f
what they called an ongoing conversation or an ongoing
dialogue xn that regard. And they felt that this certainly
would help promote that dialogue going forward. In fact,
one of the members observed, wouldn't it be nic e if, or
ideal if, as a group, a commission could come together and
concentrate more on tax policy, as opposed to concentrating
on tax politics. And that something truly might be fruitful
in the result by taking a comprehensive look at our tax
system. And certainly it depends upon the amount of de pth
that rs go ing to be brought into this conversation or this
dialogue. We would hope it's not superficial, but rather
that it wo uld b e a comprehensive look so that we might
arrive at a consensus as the type and kind of a mo dernized
tax system might b est f it Nebraska. We would certainly
follow many other states that have a lready reviewed and
revamped their tax climates. And so we would be supportive
zn t ha t r eg ar d .

SENATOR LANDIS: Questions for...Senator Raikes.

SENATOR RAIKES: But, Ron, wouldn't it be the case that the
groups you r epresent are sort of not wide open to however
t ni s t h i ng m ig h t co me o u t . L et ' s j us t do a s t udy a nd
however it comes out, why, that would be important addition
to our knowledge base, and we go happily forward.

RON SEDLACEK: Well, that's always a possibility because you
are dealing, as I was quoting someone else's comment, if
they truly focus o n tax policy and come out with that
report, and that's when the tax politics probably comes back
into play, and th at's when it 's befor e legislators
considering what, you know, how to make the change or what
changes they m'ght be. There will be, obviously, besides
the State Chamber, probably a lot of other groups that would
find themselves not to be in a position of fully supportive
of that study. There is...we have had studies before. We
have the S yracuse tax study. And not a lot...you know, we
don't want a study that just gathers dust on the she lf,
either, which can certainly happen. You know, it's done;
everybody puts their hands together and...it must be the
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Syracuse tax r eport. But at any rate, yo u know, the
question becomes, then why did that happen or why did not
very much h appen i n t ha t . p a r t i c ul a r s t udy ? Wou l d t h i s be
any different? I can only speculate. Certainly, there were
a number o f el ements in t he Syracuse tax study that the
State Chamber supported, and other elements we didn' t. I t
talked about broadening the sales tax on services. Although
it had a cav eat in the study, if you have it there you' ll
note it, and that is bu siness and bu siness transactions
should not be taxed. Did we look at the study and follow it
in t.hat regard? No . They always felt that an ultimate
consumer services tax was probably the best way to do it,
and they had other recommendations dealing with the unitary
taxation and the formulation of that particular tax system.
Again, it was a situation that eventually changed over time.
But the question becomes, at least in my mind, if you have a
study by t hird-party academics, which is fine, because you
get hopefully a neutral-type of conclusion to that study in
recommendat ons, but I have to wonder in the back of my mind
whether or not, if you had a study by Nebraskans looking at
our own tax system uniquely, and they s till reside and
participate in Nebraska politics, so to speak, will there be
more ac co u n t a b i l i t y he l d ? I n o t he r wo r ds , t he s t udy i s
accomplished. They don't just go home and leave the rest
f o r i mp l e ment a ti o n , b ut t h er e wi l l p r ob ab l y b e a l i t t l e b i t
more accountability as to what are the results of the study.
I don't know if that's the case or not. Perhaps a result of
those two studies should be blended or looked at as a whole.
In another study, and that's possible, but certainly we' re
not going to oppose a study, or a study of an issue, and we
would b e s u p p o r t i ve o f i t .

SENATOR RAIKES: T hank y o u .

RON SEDLACEK: A long answer to your question, but.

SENATOR LANDIS: In t hat answer, Ron, I take o ne of the
pieces to s aying, you k now, there is a crucible by which
p ol i c y g e t s pu s h e d t h r o u g h t h e r ea l i t y o f p ol i t i c s .

RON SEDLACEK: Ye s .

SENATOR LANDIS: This is the Maxwell or Syracuse statement,
the very f irst recommendation Senator Baker is going to
love: business purchases of machinery and equipment should



Transcript Prepared by the Clerk of the Legislature
Transcriber's Office

Committee on Revenue
March 3 , 20 05
Page 30

LB 542

be exempt. It came out after 775. LB 775 was basically a
d eal , a po l i t i cal d ea l , i n wh i ch t h at ex a ct r e co mmendat i o n
was turned on its head so we could do a tax inc entive
program. The second one was, we should expand the sales tax
o n f o o d t o e ss e n t i a l l y l ux u ry i t em s , s o met h i n g t h a t I ca n ' t
recall that the business community has put foremost on their
list of agenda, because generally that agenda has been other
things rather than expanding the tax base to, in this case,
l uxur y s t em s. The t h i r d one i s , i n f a ct , t he exp a n s i o n o f
the sales tax base to services, which has been fought in the
intervening years since 1988. The fourth is not discounting
the purchase price of sales tax of a car b y the tr ade-in
value of a car. The fifth is the levying of property taxes
on agricultural machinery and equipment, which I'm not sure
about the S tate Chamber, but plenty of groups come in and
oppose. S x, that we improve our accuracy of property tax
assessments. I ' ve been here for 15 years. Th e business
community does not come in on the property tax a ssessment
practices, generally speaking. The recommendation seven
wh ch is the corporate tax legislation moved to a sales-only
f ormula should be repealed is exactly the opposite what w e
did. In fact, we did go exactly to a sales-only formula at
the request of the business community to the extent that, in
fact, policy gets pushed through politics. In fact, policy
has been eaten up , ch ewed up , a nd spit out in the last
15 years by the reality of politics­-by the reality of
polit cs. Wh at makes a study, another study...this one, by
the way, costs us $350,000...I just read you the seven most
important recommendations, the w hole thing, and you can' t
name more than one and a half th at's been me t or was
supported generally by the community. The only thing that
made things on that list happen was the exigencies of the
economic demands over the l ast couple of years. Wh y is
another study going to do us better than the th ird of a
mzllion bucks we spent to give us recommendations which we
roundly ignored, us a nd the busi ness community, at
practically every turn?

RON SEDLACEK: Um - hum. W e ll, and I'm not prepared to talk
about, you know, the specific items on the tax study I did
m ention, the services p ortion of it. And the stud y
does...and as I acknowledge the study said that it should be
extended to ultimate consumers, but it did have the caveat,
don't tax, d o n't p y ramid­-don't tax business and business
t r ansa c t i on s ­ - which wa s i g nor e d , as yo u sa y . The
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same...with the unitary tax, on the other hand, that is the
three-factor formula versus sales only. That 's pretty
st.andard recommendation in any tax study when you' re dealing
w ith . . . p a r t i cu l a r l y , w h e n yo u a r e d e a l i n g w i t h m u lt i nat i o n a l
corporations, multistate corporations who would say we want
a uniform system in that regard. The three-factor formula
was based essentially with...and the multistate tax
commission has always been supportive of it and it was based
on, essentially, what I wo uld call, rust-bucket politics
where the industrial base was b eing lost i n t he up per
Midwest and s ome of the Northeast, where the three-factor
formula, where they ha d th ose h eadquarters, they had
property personnel and sales were exported. It was a good
formula for them. For Nebraska, on the other hand, where we
could actually get people here and their sales would be...it
would be only sales as a factor, it w a s an attractive
incentive. And the Leg islature looked at it from that
angle, what best fits Nebraska. And that was, I guess part
o f my i ni t i al t es t i m o n y i s , wh a t ca n w e d o t o m o d e r n i z e t h e
tax system that best fits Nebraska. And that' s...I'm trying
to answer your question in that regard. I do n't t hink i t
hurts to once in awhile, every so often, sit back, if it' s
possible, and discuss and to have a dialogue on the overall
tax system to formulate a plan, or at least targets.
Obviously, not all are going to be met. St udies, by their
very nature and th eir results, are controverted. The re
always will be another idea or a better idea, or things that
are not considered, or there will be pa rochial interests
that may carry the day just to get this meeting postponed at
a reasonable hour. That's all the human factor.

SENATOR LANDIS: Thank you, Ron. Are there questions for
Mr. Sedlacek? Thank you, Ron. Appreciate it.

RON SEDLACEK: Th a n k y ou .

SENATOR LANDIS: Nex t t e s t i f i er i n f avo r .

DENNIS RA S MUSSEN: Chairman Landis, members of the
committee, I 'm Dennis Rasmussen, R-a-s-m-u-s-s-e-n,
registered lobbyist for the Iowa-Nebraska Equipment Dealers
Association. It's very interesting what I' ve listened here,
Mr. Chairman. And there is o ne word that I have kind of
dictated that's forgott.en. It's in the dictionary, and it' s
the word "listen. " Now the results won't do any good if we
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don't implement them. And you are 100 percent correct that
we move in the political world here. But by the same token,
the makeup o f th is committee, which we support, will make
for some very interesting sessions at their meetings when
everybody i s . . .

SENATOR LANDIS: I think you have a gift for understatement,
Dennis ; w e ll sa ' d .

DENNIS RASMUSSEN: But I' ll n ever fo rget when you were
Chairman of the Banking Committee, Bill said one day, now,
Denny, we' ll fj.nd out whose ox is getting gored, and it
wrl l . Bu t i t . . . I t h i nk pr ob a b l y , and we ' r e v er y . . . and I
think, you k now, I'm on the NPPD board. We do studies. I
always tell them, if we' re going to do them, don't let them
get dust on the shelf because what's the use of doing them.
But I do believe that Senator Burling brought up some g ood
points. Yo u' re going to have a lot of new members drift in
here. And another thing, too, that I' ve noticed through my
years around here i s that if y ou c an g et t he people
i nterested enough, some changes do happen, by golly. And I
think the...on the north door, when it says "The sa l v a t i on
of the state is the watchfulness of its p eople," I t h i nk
i t ' s v e r y we l l sa i d , bu t no t a l wa y s k e p t .

SENATOR LANDIS: Thank you for that observation. Are there
questions for Senator Rasmussen?

DENNIS RASMUSSEN: Tha n k y o u .

S ENATOR LANDIS: Thank you, D ennis. Next test ifier x n
favor. Foll owing Mr. Hallstrom, how many other testifiers
a re t he r e ' n favor? Are there opponents? Is there neutral
t es t i mony ? The n w e ' l l go ba ck t o Sen a t o r Bur l i ng f o l l ow i n g
thrs testifier.

ROBERT HALLSTROM: Senator Landis, members of the committee,
my name is Robert J. Hallstrom. I am appearing before you
today as a registered lobbyist for both the Nebraska Bankers
Association and the Nate.onal Federation o f Independent
Bus.ness, in support of LB 542. A lot of people would s ay
what harm can come from a study? I guess that's part and
parcel of what some may come to the table with, but I think
there are re cent i ndications with t he Water Policy Task
F orce, for examp'e, where very contentious issues over t h e
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years, much like tax policy, have been addressed through the
comb>nation of t he efforts and the discourse that occurred
between, in that case, a somewhat novel approach of 49
individuals getting together and trying to make policy­ -very
symmetrical to o ur Le gislature. But I think there's the
history of that issue alone, the fact tha t there c an be
generally no harm come from a study, unless, of course, it' s
Initiative 300, in wh ich c ase we have different points of
view on that very issue, have led our groups to come to the
table and think that we should go forward with this type of
commission. We can have a plate or a menu of ta x pol icy
issues that are discussed thoroughly by the groups that are
promoted to be in volved under LB 542. Obviously, the
politics of t h e day will come back into play to determine
what may or may not be implemented from that list or menu of
i deas , b u t p ar t i cu l ar l y wi t h t er m l i mi t s u pon u s and t he
l oss o f i n st i t u t i o n al m e mory , I t h i nk o ne ad v a n t ag e o f t h i s
commission may very well be that our current Chairman of the
Revenue Commit t e e w i l l be a s i t. t i ng me m b er. So p e r hap s
that's an in dicator that we should move more quickly. And
having stroked t.he Committee Chairman enough for the d ay,
I ' l l j us t . . . ( l a u gh ) .

SENATOR LANDIS: (La ugh) Well , that's the destruction of
the committee right there. That...try another track, Bob.
I don't think that's going to be very attractive.

ROBERT HALLSTROM: Well, I know, and I hated to make that
public in case nobody had noticed. I would note that we do
have an E & R amendent on page 6, line 9, of the bill. I
think we would probably want to hold more than one hea ring
throughout the state. But with that, I' ll close my
testimony.

SENATOR LANDIS: Quest i on s f o r M r . Ha l l s t r o m? Tha nk yo u ,
Bob. Appreciate it.

ROBERT HALLSTPOM: T hank you, Senator.

SENATOR LANDIS: Senator Hurling, come on up to close. And
by the way, we' ll have a nostalgia for you tod ay since
you' ll be our last testifier for the entire session.

SENATOR HURLING: Th a nk y ou .
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SENATOR LANDIS: This is the last bill and you' re our last
chan e to take testimony.

SENATOR BURLING: All right. W ell, then, you are prepared
to stay awhile, I assume, then.

SENATOR LANDIS: Absolutely.

SENATOR BURLING: Tomorrow is a recess day. I thank you for
hanging around today for this bill, and I appreciate those
that have testified. And Ron brought up the Syracuse study,
and you h ave it there, and we discussed that. And there
have been o ther studies, the Syrac use study, the
3 -R Commiss i on . I wo ul d l i ke t o , f or j us t a f ew m inu t e s
here, d.irect our attention back from what I think I hea rd
the discussion, thinking about should I or should I not
support this concept because I wonder what the results will
be. I'd like to get off of that if we could and get back to
what the proposal is because, in the Syracuse study, that
w as a study recommended by the Revenue Committee at tha t
t ime , and was p u t ou t f o r b i ds . And Mr . Mi ke W a s y l e n k o
directed the six researchers from S yracuse University to
conduct this study. And Mr. Wasylenko said, according to my
information, a commission structure would have helped in
several ways. It would have raised the l evel of debate
among a br oader group of people who are in a position to
think creatively, would have laid out the issues for the
Legislature to view more objectively, and would have served
the crucial functions of education and c onsensus building
around their recommendations. That was mi ssing in the
Syracuse study. The 3-R group, commissioned by the
Governor; there were s enators involved in that, but not
citizens from around the state that could think creatively,
which he sp ea ks o f her e . So I t h i nk t h i s p r op o sa l i s
different than anything we' ve tried before, in tha t I
propose three senators on it, plus appointments made by the
Governor. I think we will get much better representation of
where our ci.ti.zens are thinking about our tax policy than we
have from any former study. My idea is that they would look
a t demograph i c s . I t h i nk i t i s i mpo r t an t i n Neb r a ska ,
especially, when w e ta l k ab out tax po licy. Again, my
t h i n k i n g w o u l d b e t hat i t wou l d b e . . . t h ei r r e com mendat i o n s
would be re venue neutral. I'm not looking to create any
facade here that would circumvent any process of increasing
revenue o. decreasing revenue. And as I said in my opening,
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you know, I'm will ng to take the chance of maybe they won' t
come out urith a r eco mmendation that I like. B ut I think
they' ll come out with a recommendation best for the st ate,
and that we should take a look at that. We can't dictate to
f utur e l eg i sl a t o rs wh at t o do r e ga r d i n g t ax po l i cy . Bu t I
t h in k t h at a r ec o mmendat i o n f r om a comm is s i o n l i ke t h i s
would return u s back to a f oundation that we' ve strayed
from. You mentioned it, I think, Senator Landis, and yo u
a l l know, l i ke I sa i d i n my ope ni n g , t ha t wh e n we h a v e
legislation proposed that exempts something, you p eople
struggle with where do we make that up. Where do we go to
get that if we exempt this? Hopefully, this c ommission
would address that and come back and say we recommend this,
a nd, oh, by the way, if this is going to h appen, then w e
need to do this. Those ar e the kinds of things that I
e nvision could come out of this commission. A nd with th e
executive branch and legislative branch both working on this
commission, I think the g a p tha t w e' ve had from other
s tudies between the study and t h e Le gislature would b e
filled and c ould c arry on with any legislation that they
would li ke to see introduced to implement the
recommendations. I have recommended a commission of between
25 and 30 members f rom ce rtain a reas of interest, and I
would b e v e r y wi l l i ng t o wo rk wi t h t he co mm it t e e i f t hey
want t o am e n d a n y t h i n g i n he r e . Ba s i c al l y , I ' m pu t t i ng t h e
idea out there. We have already talked about the importance
o f t a m i ng . The G o v e r no r t a l ked a b ou t i t ; I ' ve t a l ke d abou t
it; testzfiers have talked about it. If we' re going to do
it, I think this is the right time to do it , a nd I woul d
gust be willing to work with the committee on any concerns
t hat t h e y h a v e t h at I hav e p ut i n t h e b i l l , wh at ev e r we ca n
work together on. Are there questions?

S ENATOR L A NDI S : Questions? Thank you, Senator Hurling.
Appreciate it very much.

SENATOR BURLING: O k ay, thank you.

S ENATOR LANDIS: Tha t closes our hearing fo r us today .
Thank you v ery much for coming, ladies and gentlemen. I
antzczpate we' ll be going into an Executive Session, which
is done ex parte, and if you would step towards the door, we
would b e g r at e f u l .


